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1.
Background

Natural disasters, including hurricanes, tropical storms, flooding, seismic and volcanic activity, periodically wreck havoc in the Caribbean, creating conditions of disaster among the general population and destroying infrastructure. Though natural hazards affect all economic and social sectors, those most affected by those disasters are in the low- to middle-income brackets.

Shelter is a basic need. Low-income households are inadequately housed and have been frustrated in their attempts to improve their shelter conditions by a number of factors, which include, but are not limited to, access to land, the high cost of housing relative to their incomes and the ability to obtain affordable financing. In disaster situations the low-income household is the hardest hit and usually takes the longest to recover, if at all. Following disasters, earnings typically decline due to the time spent in recovering from the disaster. In effect, disasters tend to perpetuate the cycle of poverty and present additional hurdles to be overcome by the marginalized in their efforts to break that cycle.

In 1996, the National Research and Development Foundation (NRDF) adopted and, with some modifications, implemented the Hurricane Resistant Home Improvement Program (HRHIP) of the USAID/OAS Caribbean Disaster Mitigation Project (CDMP). This program has run continuously since its inception and has proved to be sustainable. In 2003, the OAS’ Unit for Sustainable Development and Environment (OAS/USDE), with funding from the World Bank and the World Bank–Netherlands Partnership Program, supported the review and strengthening of NRDF’s safer housing program, examining its strengths and weaknesses and making recommendations, to strengthen and enhance the sustainability of this program and to develop a model safer and environmentally sensitive housing program for low-income earners, which could be replicated elsewhere in the region.

This document, the Guidelines for the Implementation of a Safer Housing and Retrofit Program for Low-income Earners, describes an appropriate structure for such a Program, administration of a revolving loan program for safer housing retrofit and improvement, minimum standards and construction quality control for home retrofit and group insurance programs for the low-income earner. The Guidelines have been prepared based on the experience of the Hurricane-resistant Home Improvement Program at NRDF St. Lucia.

The Guidelines document is accompanied by the document Minimum Building Standards and Environmental Guidelines for Housing, which provides the technical details for proper building techniques and environmental guidelines for housing. The Guidelines document also indicates how these technical materials are to be incorporated into the ongoing activities of the safer housing program. 

This document is targeted at government institutions and non-governmental and private sector organizations in the English-speaking Eastern Caribbean that are or will be administering housing programs for the benefit of low-income earners. In the preparation of the Guidelines, it was presumed that new housing programs that are developed based on this model will be administered as part of an existing organization that has some experience with administering a loan program and that is governed by a board of directors and administered by a chief executive officer. Where the structure of an administering organization differs from this model, appropriate modifications must be made to the recommendations given in this document.

2.
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The Guidelines for the Implementation of a Safer Housing and Retrofit Program for Low-income Earners makes a strong case for the importance of building and retrofitting homes in such a way that they can provide physical safety and economic security for the low-income homeowner and residents. While these elements are important to all individuals, they are of particular concern to low-income earners, since their homes constitute a greater proportion of the homeowners’ assets than do the homes of higher-income earners.

The implementation of a safer housing program is also intended to augment and compliment other poverty reduction and alleviation strategies, as such programs provide a first line of defense in protecting the most valuable asset of low-income homeowners. It does so, in the first instance, by making the home better able to withstand the forces of storm and hurricane strength winds and, secondly, by making the insurance of those houses available and accessible to those homeowners.

For houses to be considered resilient to the effects of natural hazards, they must be built according to hazard-resistant building techniques, inspected for adherence to these practices, sited properly, respect the surrounding environment and be appropriately maintained. Integral to these Guidelines   are the standards and guidance described in the companion document Minimum Building Standards and Environmental Guidelines. This document provides a case for and guidance on strengthening each of these components of safer housing. It provides an overview of the structure and workings of a properly functioning safer housing and retrofit program and promotes proper building techniques, siting, environmental sensitivity and maintenance of housing. The diagram above indicates how the minimum building standards and siting guidelines are integrated into the Safer Housing and Retrofit Program administration and loan process.

In addition to enhancing the structural integrity of homes, safer housing programs must also strengthen the ability of low-income homeowners to retain control of their home and to rebuild, or repair, should damage occur as a result of a natural hazard or accident. Though home insurance is a long-standing mechanism for providing such security, it has not, in the main, been available to low-income homeowners.

The Guidelines document describes a group insurance mechanism that has been developed to provide insurance cover to low-income homes that have been strengthened to withstand natural hazards. Insurance coverage provides the low-income earner with an insured asset, i.e. an insured house, which can then be used as collateral to secure credit from formal lending institutions, a first step towards breaking the cycle of poverty. 

3.
Safer Housing and Retrofit Program Structure

This section provides the details of the administrative structure and mechanisms for a properly functioning program. For the purposes of this overview, the administration of a safer housing and retrofit program is divided into four primary components:

· The Loan Program. This section details the policy and objectives; potential sources of funds; viability and sustainability; the loan operations; staffing requirements; reporting, monitoring and evaluation; and outreach, awareness and marketing.

· The Loan Application, Approval and Disbursement Process. This section details the application process, the appraisal and approval of loans, and disbursements.

· Construction Quality and Control. The section details the technical aspects of the program, including home siting and environmental criteria; quality control and monitoring; and technical assistance.

· Insurance.  This section details selecting the insurer; types of cover; perils to be covered; property values for insurance; and collecting the premium.

Though guidance provided throughout this document is intended to be directly useful in the establishment or strengthening of a safer housing and retrofit program. It is the responsibility of the local implementing institution, in the final analysis, to adapt the recommendations to the local situation as necessary.

A. Policy and Objectives

As with any complex activity or program, a clear focus and structure is critical to the effectiveness and success of a safer housing and retrofit program, particularly if the Program forms only one part of a broader development program within a larger organization. The objectives, beneficiaries and scope of the activities of a safer housing and retrofit program for low-income earners will typically include the following:

1. Purpose

          
The objectives of the Program are likely to include: 

· Assist low-income homeowners in acquiring their own homes;

· Enable those homeowners to improve the structural integrity and safety of their homes;

· Enable those homeowners to achieve and exceed the minimum standards for housing construction and safer shelter in an environment prone to hurricanes and other natural disasters, at relatively low costs;

· Enable the target group to improve their asset worth through the extension and retrofitting of their homes as a first step towards upwards social mobility;

· Encourage homeowners and other public and private sector stakeholders to adopt and promote appropriate, cost effective, hazard vulnerability reduction measures in the informal and low cost housing sector; and

· Provide insurance for and improve the insurability of the targeted properties.

2. Authority

The responsibility for administering the program lies with the Board of Directors, who may delegate the authority to implement the program to the Chief Executive Officer. The Board of Directors will establish the loan approval limits at various levels within the organization, subject to demand and availability of funds for on-lending. The authority to write off loans and to establish the provision for bad and doubtful debts lies with the Board of Directors.

The Board of Directors may make changes to the policies governing the program in response to changes in the environment. The Directors should be constantly on the alert to changes in the environment, which may necessitate changes to the Policy.

3. Focus of Lending Activities

In accordance with the objectives of the safer housing and retrofit program, funds will be loaned to current homeowners, prospective homeowners and small entrepreneurs in the low- and middle-income brackets for the following types of activities:

· Retrofitting/safeguarding existing structures against storms and hurricanes

· Renovating existing structures

· Extending existing structures to better accommodate family needs

· Purchasing existing buildings 

· Building new structures   

· Relocating an existing building from one site to another

Strengthening and retrofitting of the home or structure will be included as part of any of these loans. To maintain a focus on lower-income earners, the lending organization should establish a maximum physical size for structures covered under the lending program. NRDF St. Lucia limits its lending to structures up to 750 square feet. The size limit selected should take into account the social, cultural and economic circumstances and conditions of the country and of the homeowner.

B. Sources of Funds 

A revolving loan program requires a base of funds to establish the pool of funds for on-lending. The amount of funds available for lending and the mandate of the organization implementing the safer housing and retrofit program will determine the number of persons who benefit from the program and ultimately its effectiveness in reaching the intended beneficiaries. The viability and size of the Program lies ultimately on the quantum and cost of funds available for on-lending.

1. Sources of Funds

The sources, quantities and types of funds available for establishing or adding to a revolving loan pool will depend upon many factors, such as the targeted beneficiaries of the program, the country in which the program operates, the type of organization administering the program and, if Government is involved in the program, the Government’s priorities. The cost and restrictions attached to each potential funding source will determined whether they can be tapped for use in the revolving loan pool. The spread (or difference) between the interest rate at which funds are borrowed and the interest rate at which the funds are on-lent must be sufficient to generate the funds necessary to cover the costs of the loan program. Potential sources of funds for lending include:

· Internal Funds. The organization can use its own funds for lending. Where internal funds exist, or can be transferred from an existing program, such funds can provide the easiest and most flexible funds for use in the lending program.

· Donor Agencies. The organization can approach a number of international donor agencies with a proposal to fund the Program.  It is advisable that a regional approach be taken. Potential international funding agencies include the United States Agency for International Development (USAID), the Canadian International Development Agency (CIDA), and the European Union (EU), to name a few.

· National Governments. National Governments can be persuaded and lobbied to allocate a portion of the national budget to enhance the safety and security of low-income homeowners. The approach would be to sell the Program as a Poverty Reduction Plan, which could be incorporated into the National Poverty Reduction Strategy.

· Financial Institutions. In some circumstances, it may be possible to borrow funds from the formal financial sector, provided that interest spread is sufficient to cover all program costs. It is imperative in this situation that all pertinent costs are properly identified and adequately quantified, as the obligation to repay the funds borrowed places an onerous financial responsibility on the organization.

· Social Security. National Insurance or other Social Security Funds are potential sources from which funds can be borrowed at reasonable rates. Again the potential benefits must outweigh the incurred costs of the Program.

· The Caribbean Development Bank. The CDB is a potential regional source from which funds can be borrowed at reasonable rates. Though funds from the Bank may be available, the eligibility criteria for access to those funds may disqualify a number of organizations. As each Country is represented on the Board of Directors of the Bank, representation at the highest level of the Bank can be made for funding support for the Program on a regional basis. 

2. Cost of Funds

The interest to be paid on funds borrowed by the organization for on-lending should be sufficiently low to allow a spread large enough to cover all the costs associated with the Program.

That interest rate charged on the loan to the homeowner should approximate the going commercial rate. The interest rate at which funds are borrowed is critical as it is the first determinant of the viability and sustainability of the Program. If the rate of interest on borrowed funds is too high, then the resultant lending rate, taking into account the other costs, may be significantly higher than that of the market rate and thus affect the credibility of the Program. On the other hand, when there is no cost associated to the funds, as in the case of grant funding, the lending rate of interest must still approximate market rates to avoid compromising the long-term sustainability of the Program. If the Program initially offers significantly below-market rates, made possible through grant subsidies, it will be extremely difficult to maintain those rates in the long term, thus jeopardizing the future of the Program.

3. Size of Revolving Loan Fund

The size of the revolving loan fund depends on the potential market for the Program in each Country. It is anticipated, however, that mechanisms and provisions would be instituted in each Country that would allow the fund to expand as the need arises. The first step in estimating the size of the loan fund is to research and analyse the available demographics of the Country, which should provide an indication of the potential number of low-income earners who could benefit from the Program and where they are located. Secondly, if not already available, the organization should determine the needs of the beneficiaries by a simple survey. The results of the survey should enable the calculation of an average loan size. Thirdly, the Organization should evaluate its administrative capability to determine how many loans it could effectively disburse incrementally and manage on an annual basis. The final step is to multiply the average loan size by the number of loans to be disbursed over the first three years. Whilst three years is suggested, the Organization may decide to use a shorter or longer period of time. This method, though simple, will provide an estimate of the initial amount required for the revolving loan fund.

C. Cost and Revenue

The Program has to be viable and sustainable so that revenues must cover all costs irrespective of any subsidies or grants provided. 

Costs typically incurred include:

· The interest on borrowed funds.

· Salaries and wages paid to staff. The salaries paid to the staff who impact directly on the Program (e.g. the Building and Loans Officers) are easily quantified. However there are other staff members who impact indirectly on the Program (e.g. Accounts Staff, Receptionists, Secretaries), a portion of whose salary has to be allocated to the Program and included as part of the Program cost. This is particular true for those Organizations who administer more than one program.

· Transport and Incidentals. This includes any travel and or mileage allowance paid to the staff in visiting building sites and/or clients. It may also include meal allowance or any other incidental expense, which can be attributed directly to the Program, incurred in carrying out their functions under the Program.

· Overhead Expenses. Organizations that administer a number of programs will incur costs, which do not impact directly on any particular program, but must be allocated to the different programs to determine the true costs of these programs. The Housing Program is no exception. The Program must absorb its fair share of the overhead costs of the Organization. Some of the commonly used bases for apportioning costs include number of staff, area of physical space used by the program, value of equipment used in the program, and amount of revenue generated by the program.  The basis used may depend on the nature of the expense to be apportioned. Overhead expenses usually include rent, utilities, postage and stationery, and depreciation. There may be other expenses specific to a particular Organization, which must also be apportioned.  

Revenues include:

· Interest. Interest will be charged on all loans granted under the Program. The rate of interest will be set close to market rates, and will be sufficient to cover all costs of the Program, as it constitutes a significant portion of the revenue of the Program. The rate of interest charged on loans will be set by the Board of Directors who will review these rates periodically to ensure that they reflect market rates. The Board will also establish the method by which interest is calculated and charged.

· Fees. There are a number of services provided by the Program for which costs are incurred. These services include assistance in preparing the loan application, appraising the loan application, assisting in the selection and engagement of the builder, providing technical assistance to the builder, monitoring and inspecting the work in progress, certifying that the completed job meets the required standards and ensuring that the house is insured.  As these services involve the direct costs of labour, transportation, and other overhead expenses related to the Program, they can be reasonably charged directly to the loan client. 

· Subsidies. Although the ultimate objective is to establish a self-sustaining program, the organization may require some assistance in the initial stages of the Program. This applies particularly to those Organizations that are not currently administering a housing program, but wish to start one. Efforts to seek and obtain assistance can be justified on the grounds that the Program is one of significant national importance. Assistance or subsidies can be sought for the purchase equipment (computer hardware and software), the payment of staff salaries for a specified period, underwriting staff and client training programs and for publicity and promotion campaigns. The implicit assumption, in all circumstances, must always be that the Program will be financially self-sufficient and viable within a specified period of time. The sustainability of the Program should not be dependant on subsidies ad infinitum.

D. Loan Operations

Proper management and oversight of the loan operations is central to the viability of the Program that is built around the revolving loan fund. The interest rates and fees that are charged must approximate the rates set by other financial institutions and must be at least sufficient to cover all of the costs of maintaining the Program. As the Program is targeted at low-income earners and as Organizations may obtain additional funding to cover all, or part, of the costs of administering the Program, there may be a temptation to set rates lower than would be required to cover all of the full costs of the Program. This temptation should be avoided at all costs. The low-income earner is best served by making funds available and accessible at terms and conditions that are flexible enough to meet their needs.

The exposure of the loan portfolio must be carefully considered, particularly as it targets the low-income earner. Guidance is provided for reducing the exposure through the proper selection of participants and adherence to safer building techniques. The handling of bad loans is also addressed.

[Note: It is assumed in this section that the Organizations administering the Program have existing experience with administering loan programs.]

1. Interest Rates, Fees and Charges

The importance and relevance of the interest rate to the viability and sustainability of the Program has already been discussed. The Board of Directors of the Organization will set the rate of interest and should be guided by the prevailing market rates. It is important to have the right portfolio mix, considering the amount of funds available, to maximize the revenue from interest and meet the objectives of the Program. The method of calculating the interest is also important. Two methods are suggested:  (i) the Add-on Method and (ii) the Reducing Balance Method. 

i. The Add-on Method. This method, which usually carries a lower rate of Interest than the Reducing Balance Method, is applicable to short- term loans for relatively small amounts, as the interest is calculated on the total amount of the loan. For example, the Board of Directors may decide that all loans of $10,000 or less must be payable in 5 years or less and interest on those loans will be calculated using the add-on method. Assuming an interest rate of 10%, a $10,000 loan will earn interest of $1,000 for 5 years, totaling $5,000 over the period. The monthly loan repayment will then be principal plus interest divided by number of repayments, which in this example is  ($10,000 + $5,000) / 60 = $250. Under this method the interest earned is constant throughout the life of the loan.

ii. The Reducing Balance Method. This method usually carries a higher rate interest than the Add-on Method. It is more appropriately applied to larger loan amounts given for longer periods, as the interest in calculated on the reducing balance of the loan principal. For example, on a loan of $20,000 at 15% on the reducing balance over 10 years, with a monthly repayment of $500, the total repayments in the first year would be $6,000 [$500 x 12] of which $3,000 [$20,000 x 15%] would be considered interest and the balance a repayment of the principal. In the second year the interest calculation would be $2,550 [($20,000 - $3,000) x 15%] and the repayment on principal would be $3,450 [$6,000 - $2,550]. Under this method the interest earned is greater in the earlier years of the loan.

2. Portfolio Exposure

The nature of the Program makes the Loan Portfolio one of very high risk. The risk can be reduced by: 

· A rigorous appraisal and approval process

· Competent and trained staff

· Careful selection of builders

· Providing on the job training to the builder

· Strict adherence to building standards as established in the Minimum Building Standards and Environmental Guidelines for Housing.

· Careful site selection

· Consultation with relevant and appropriate authorities

· Insuring all houses

· Diversification of portfolio in terms of the usage of the funds and the geographic location of the houses. 

3. Rescheduling

Given that low-income earners are most vulnerable to changing economic conditions, there are situations that may lead to the consideration of the rescheduling of a loan. These situations include, but are not limited to: 

· The client has lost or acquired another job

· Family circumstances, which put additional stress on the income

· Chronic defaults in repayments

· The guarantor being made to honor the loan

· Mutual agreement

· The implementation of a salary deduction order

When a loan is rescheduled, a memo to that effect, as well as the new loan amortization schedule, should be placed in the client’s file.

4. Hived off Loans

Consideration can be given to “hiving off” a portion of a client’s loan, when the debt-servicing obligation is beyond the client’s ability at the present. In this situation the portion of the loan that is beyond the client’s ability to repay at the present is “hived off” and no interest is calculated on that portion of the loan. The “hived off” portion is drawn down in whole or in part on the original terms, depending on the client’s ability to repay, after the initial portion is repaid.

“Hiving off” can be considered when:

· Payment is not possible at all within the next 6 months, but reasonably certain within 1 year

· Security held is adequate but not immediately redeemable for cash

When a loan is “hived off” a memo indicating all details must be placed in the Client’s file.

5. Writing off of loans

The authority to write off loans lies with the Board of Directors.  Recommendations for so doing are to be made by the Chief Executive Officer or other Committee empowered by the Board to make such a recommendation.  A loan should be considered for write off after all significant and standard efforts have been taken to recover, including but not limited to, warning notices, lawyers letters, repossession and sale of assets. Despite the fact that a loan has been written off, efforts shall continue to recover amounts owing and a list of all accounts written off shall be maintained.

When it becomes evident that no further repayments will be made on the loan, interest should no longer be accrued on that loan. When proceeds from the sale of security have been received, the principle balance must first be cleared, after which any residual amount may then be applied against interest. Interest income and receivable accounts must be scrutinized regularly to ensure that they do not contain balances applicable to loans written off.  If there is reason to believe that the client’s fortunes or prospects will improve over the next 20 years, or that the client owns assets that can be claimed to redeem the debt, the matter can be taken before the Courts for judgment.

6. Policy Changes

The Board of Directors may make changes to the Policy from time to time in response to changes in the environment. 

E. Staffing

Administration of a safer housing program requires a sufficient and competent administrative technical staff. Distributed among the staff must be experience in program management, financial administration, loan management, construction and siting of homes, insurance and marketing capabilities. The structure of the Program and the qualifications and responsibilities specific to the Building and Loan Officers is addressed in this section.

1. Structure

The Program is managed by the Chief Executive Officer who will delegate specific functional responsibilities to other officers. In addition to clerical, accounting and other administrative officers, there must be a Building Officer employed to administer the technical components of the Program.

2. Deployment

Officers can be assigned on a geographic zone basis, with a balanced client portfolio, to interview potential clients, follow up enquires, process applications, monitor and evaluate work in progress and recover debt. Client files and field reports should reflect the effectiveness of each officer.

3. Qualifications        

The Building Officer should have:

· Sound knowledge of building construction methods and techniques

· Formal training and certification in building construction

· Knowledge (training) in quantity survey

· At least four years practical experience 

· Good communication skills

· Knowledge of local building codes  

The Loans Officer should have:

· An undergraduate degree, or equivalent, in Management, Economics or other applicable discipline

· Training and or experience in the appropriate subject areas

4. Functional Responsibility

The primary function of the Building Officer is to exercise control over the quality of construction under the Program. The Officer will:

· Assist the loan applicant in selecting a qualified builder

· Familiarize the builder with the minimum standards for retrofitting   

· Draw up a construction plan and bill of goods  

· Verify that the materials purchased satisfy the required standards

· Evaluate the suitability of the site in keeping with the standards

· Verify the appropriateness of the location with the relevant Authority 

· Assess the need for and provide technical assistance to the builder 

· Inspect the work in progress  

· Issue a certificate of completion

· Conduct and or facilitate training programs or workshops.

The primary function of the Loans Officer is to assess the housing loan requests of applicants and prepare sound proposals for consideration. The Loans Officer will:

· Be thorough and truthful in gathering and presenting information

· Follow the guidelines for the loan program, ensuring that appropriate retrofitting, construction and insurance guidelines are implemented

· Liaise with the Building Officer on all matters related to construction and materials standards

· Manage the Loan Portfolio, sending timely arrears letters to clients and taking timely and appropriate recovery measures

· Ensure that funds disbursed are used for the intended purpose

· Maintain the logs of all clients, ensuring that all forms of dialogue, recommendations, and actions taken are properly recorded in the files

· Liaise with other organizations and or persons in promoting the housing program  

· Conduct and or facilitate training programs or workshops.

5. Conditions of Employment

       All Officers are expected to:

· Own a vehicle and travel to all parts of the Country. Travel expenses will be reimbursed at a pre-arranged rate. 

· Maintain and uphold the interest of the Program at all times

· Provide excellent and professional services to all clients

· Be familiar with the policies and procedures of the program

· Respect the confidentiality of information obtained through work activities

· Work extended hours as the exigencies of the Program require

· Attend all meetings, whether internal or external, as requested by the Chief Executive Officer or designate

6. Conflicts of Interest

Where an officer is closely connected to an applicant, the officer should declare the connection and the Chief Executive Officer, or designate, shall ensure that another officer does the processing and appraisal of that application.

7. Confidentiality

All transactions with applicants or clients must be kept strictly confidential. Staff members are strictly forbidden to divulge any information concerning the business of an applicant or client, unless authorized to do so by the Chief Executive Officer or in a Court of Law.

F. Reporting, Monitoring and Evaluation

Regular monitoring and evaluation of loan disbursements, operations and status must be carried out and corresponding reporting procedures must be established. These reviews and reports are designed to identify problems with the loan program, to communicate program status to all participants and managers of the Program and to ensure that the procedures and mechanisms established are appropriate and are being consistently applied.

Monitoring should cover four main areas, viz:

· the use of funds disbursed

· the quality of work performed by the contractor

· the use of materials purchased

· loan repayments

The monitoring process involves periodic telephone checks or visits to the client by the responsible Loans Officer to determine whether the loan is being used for the purpose for which it was intended and, in consultation with the Building Officer, to determine whether the work is of the required standard, within the budget and on schedule. The Loans Officer records in the Client log all pertinent information and observations reflecting the progress of the loan and of the work. Monitoring also involves sharing information between the Loans Officer, the Building Officer, Supervisory and Accounts Personnel. The monitoring function also involves ensuring that the loan does not fall into arrears and that, if payments are not made, appropriate action is taken. The action to be taken is described in the Loan repayment section of these Guidelines.

1. Monthly Reports

The Loans Officer shall produce the following reports each month:

· Applications, Approvals and Disbursement Report. Indicates the number of applicants interviewed, the number of applications submitted for approval, the number of applications approved or rejected and the number of clients who have received a first disbursement. This will be prepared on a cumulative basis. 

· Work In Progress Report. Indicates the name of clients who have work in progress, the name of the builder, the date the work started, the projected completion date, the estimated percentage of the work completed, the actual completion date, and the date the Certificate of Completion was issued. The report should note any problems encountered with any particular work in progress and the attempts made to solve these problems. 

· Bad and Doubtful Debt Report. Lists the names of clients who are defaulting on their loan repayments and in the opinion of the Loans Officer will experience difficulty in keeping their loans current. The Report should indicate the problem that the client is experiencing and recommend courses for remedial action.

The Chief Financial Officer shall produce the following report each month:

· Loan Portfolio Report. Indicates name of client, principal amount, interest amount, principal plus interest, payment due, payment made, recovery rate, loan balance, loan balance aged accordingly 0-30 days, 31-60 days, 61-90 days, over 90 days. This will be prepared per Loans Officer.

2. Quarterly Reports

The following reports should be prepared each quarter:

· Insurance Status Report. Indicates the clients’ names, address, value of property insured, period of insurance, date premium paid, amount of premium, date and number of insurance certificate and renewal date. This report is prepared by the Chief Financial Officer.

· Program Summary Report. The Chief Executive Officer shall prepare a quarterly report highlighting the achievements of the Program. The report should provide cumulative statistics on the number of homes and families affected, whether in rural or urban areas, the number of males, females, etc. The report should provide a summary of the financial performance of the Project, indicating revenue, costs and surpluses, it should indicate the amount of funds available for further lending, proposals to obtain additional funds if warranted and an aged summary of the loan portfolio. The report should comment on any client considered to be doubtful and report on action taken to collect debts classified as bad and doubtful. 

3. Annual Reports

The Chief Executive Officer in collaboration with the Chief Financial Officer and Head of the Loans Unit shall prepare the following at the end of the financial year:

· Provision for Bad and Doubtful Debt. Identifies each client who has not made a loan repayment within the last three months and whose financial circumstances in the opinion of the management will not allow the client to make repayments in the near future but who will overcome the current financial constraints and resume payments.

· Bad Debts to be Written Off. Lists those clients who for one reason or other cannot repay their loan and for which there is no possibility of collection.

4. Evaluation

The reports should be evaluated on a timely basis by the Chief Executive Officer who determines the progress of the Program, identifies areas of weakness and implements remedial action, assesses the financial viability, and in general determines whether the Program is achieving its objectives.

G. Outreach/Awareness/Marketing

The Program must continue to attract new participants to be successful over the long term. Since low-income earners have traditionally had limited access to funding for home improvement, construction, purchase and to insurance for their homes, marketing campaigns must be mounted to build awareness of the Program. It is important that this awareness and information reaches persons in the rural areas.

Presented are some suggestions for outreach, however, each Organization being familiar with the social and cultural patterns of its setting will develop the most appropriate strategy to promote the Program, particularly in the rural communities.

1. Community Level Outreach and Marketing

· Demonstrations. The client can be persuaded to invite persons in the community to visit work sites. Explanations and information can be given to those persons as the work progresses.

· Word of mouth. This is particularly appropriate in small, close-knit communities

· Community Center or School Meetings. This can be arranged by Community Groups

· Announcements in Churches. Churches and Religious Groups can be used to promote the Program

2. National Level Outreach and Marketing

· Radio and Television Advertisements. Though costly, advertisements may be the most effective way to promote the Program

· Radio and Television Talk Shows. Radio and Television talk show hosts can be persuaded to invite the Organization talk about the Program on their show. This approach is effective and free.

· Government Housing Initiatives for low-income earners. It may be possible to piggyback on a Government-sponsored program and obtain free publicity.

· National Emergency Management Organizations. As these organizations are mandated to address disaster mitigation issues, arrangements can be made to promote the Program as part of a disaster mitigation campaign. 

4.
Loan Application, Approval And Disbursement

The loan process within the Program serves a number of purposes: 1) it allows the administrator of the funds to determine the appropriateness of a loan to the applicant for the specified purpose; 2) it provides an opportunity to inform the applicant of safer building techniques and to amend the proposed building plan, as necessary, to incorporate hazard-resistant techniques; and 3) it provides a controlled loan disbursement mechanism, which allows for confirmation and control of building quality at regular intervals throughout the building process.

H. Application Process

A rigorous, yet clear loan application process is essential to ensure that appropriate documentation is obtained, that the applicants are qualified and that the requirements of the Program are made clear to all loan applicants.

1. Documentation

All enquiries for loans, whether by telephone, office visit, or otherwise, must be recorded in a Loans Application Register, which is maintained by the receptionist. The Register records the name, address and telephone number of the Applicant, the amount and purpose of the loan, as well as the date recorded, scheduled date of the interview and the Loans Officer assigned to the Applicant.       
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Figure 1 Flowchart of loan activities
The Receptionist makes an appointment for the applicant to be interviewed by a Loans Officer and informs the applicant of the information to be brought to the interview. This information includes: 

· A passport-size recent photo

· Name of builder

· Building cost estimate

· Sketch of work to be done, with dimensions

· Land Registration Certificate, or other proof of land title

· Letter of approval to build on property

· Proof of employment, if employed.

The prospective client is interviewed by a Loans Officer and, if the applicant appears to meet the loan criteria, the Loans Officer initiates the Loan Application procedure. The Loans Officer completes the Loan Application Form (see appendix) together with the applicant, and opens a client file. This file should contain, from the outset, all the forms to be used in the processing the application. A full list of loan application and processing forms is given in the appendix to this document.

2. Requirements

Each client will, as far as possible, be required to deposit at least 10% of the total cost of the project, as a security deposit held by the Lender. Higher levels may be demanded based on perceived risk and affordability. However failure to provide the deposit should not disqualify the applicant from receiving a loan.

3. Criteria                                                       

The following minimum eligibility criteria will apply:

· Real need of the family

· Age of the key applicant

· Credit rating of the key applicant

· Permanence of residence history 

· Ownership of the property

· Ownership and value of other assets, which may be encumbered

· Size and lifestyle of family and their dependants

· Ability of family to repay within 48 months

· Family debt ratio under 40%  

· Attitude towards technical assistance and standards

· Attitude towards insuring property

· Evidence of good character

· Availability of funds

The above mentioned eligibility criteria are recommendations. The parameters will be established by each Organization taking into consideration the prevailing socio-economic conditions. 

I. Appraisal/Approval

Clear criteria for loan approval must be established and consistently applied to ensure the viability of the loan portfolio and fairness of the selection process. Guidance will be provided for establishing internal procedures for approval (typically related to the size of the loan) and for establishing collateral. Since a primary focus of the Program is to strengthen the resilience of houses to hazard effects, the process must include appropriate requirements regarding selection of qualified builders and control of construction quality. Where new construction or additions are proposed, construction siting and physical planning issues must be considered. These are outlined in following sections. The minimum building standards required will be made available to all successful loan applicants. 

1. Nature of Appraisal 

Upon completion of the loan proposal, the loans officer passes the file to the Chief Executive Officer, or designate, for appraisal. The following should be considered in the appraisal process:

· Is the file complete?

· Is the proposal in keeping with the objectives of the Program?

· Is the applicant/builder capable of completing the works to the required standard (now or with training)?

· Are the building materials, especially the retrofitting components, available?

· Is equity required or is what is offered sufficient?

· Is the applicant dependable?

· Is the security being offered adequate?

· Are the site and location of the building appropriate?

The loans officer may be required to provide additional information to complete the appraisal process.

2. Approval

If the Chief Executive Officer determines that the proposal is complete and viable, he either approves the loan or refers the application to the relevant level of authority for consideration.

The levels of authority can be as follows:

· Level 1—up to $ 8000.00

· Level 2—up to $16000.00

· Level 3—up to $30000.00

· Level 4—up to $50000.00

· Board of Directors—over $50000.00

The abovementioned levels are suggestions. The Board of Directors will determine the appropriate levels based on the nature and structure of the Organization and the qualifications and experience of staff.

When loans require the approval of a Committee or the Board of Directors, proposals will be provided to the members at least 2 days before the meeting. The Chief Executive Officer and other designated Loans Officers will attend the meeting and provide additional information as required. The Committees and Board will meet as often as is necessary for the efficient consideration of loan applications.

Each designated authority must sign in the space provided on the application form as evidence of the loan being approved or denied. Loans approved or denied must also be reflected in the minutes of those meeting at which the loan was appraised. The Board of Directors will ratify all approved loans and this must be reflected in the minutes of the meeting at which the loans were ratified. 

On receipt of the signed application form, the Loans Officer informs the applicant, in writing, of the result of the appraisal. This letter is sent in duplicate. The applicant is required to return a signed copy of this letter, indicating acceptance of any conditions that may have been imposed and of the intention of proceeding with the loan. If it appears that a condition imposed cannot be met, the Chief Executive Officer will refer the proposal back to the Committee or Board.

Disbursement of loans must begin within 90 days of approval. Otherwise, the loan shall be cancelled automatically, except by special decision of the Committee or Board.

3. Security

Collateral for loans can be taken in any one or combinations of the following:

· Cash deposit

· Bill of sale on assets, including home appliances

· Salary deduction

· Assignment of Funds

· Mortgage on property, whether applicant’s or other willing person’s

· Promissory note

· Any other, as may be considered suitable by the Chief Executive Officer

Security instruments should be referred to legal counsel to verify the legality of the security instrument.

J. Disbursements

1. Procedures 

Control of disbursements provides the leverage needed by the Organization to ensure that proper building techniques are being followed. The Building Officer must participate in the decision to disburse funds, based on a review of the quality of the constructing work completed. After the loan has been approved and the conditions precedent to the first disbursement satisfied, the Loans Officer will initiate the disbursement process by requesting “open bills” from the client for the purchase of materials. The Loans Officer will indicate on the disbursement voucher the amount of the disbursement, which should be the total of the  “open bills”; the date of disbursement; the remaining balance of the loan and the payee. Direct payments to the client should be avoided as much as possible. 

The disbursement voucher is then passed on to the Accounts Department for completion and payment. The client must sign in the space provided on the voucher as having received the cheque. No payments shall be made in cash. In cases where it is not possible to provide a supporting document before a cheque is issued, the client will be requested to provide that document prior to any subsequent disbursement. All Payments for labour should be supported by a wage sheet. Copies of the signed disbursement voucher must be placed in the client’s file. The Loans Officer will monitor the total of the disbursements to ensure that the amount disbursed does not exceed the total of the approved loan.

2. Construction Quality

The Building Officer shall inform the Loans Officer of any deviation from the minimum standards, as this may affect the decision to continue further disbursements to the client.

5.
Construction Quality Control

To reduce the vulnerability of a home to extreme weather events, a homeowner needs to pay attention to structural as well as non-structural aspects of the home. The structural aspects include: the quality of the roof sheeting and its fastening to the purloins and rafters; the use of hurricane straps to hold the roof support members together and tie them to the ring beam; the bracing of the wall; the connection between the walls and foundation and the adequacy of the foundation. Among the non-structural elements are: the exposure of the house to the prevailing winds; the location of the house with respect to the terrain and slope cuts; and the disposal of rain and waste water. Proper handling of these aspects of home building must be addressed by the Program. The technical details of safer housing and environmentally sensitive siting are contained in the document Minimum Building Standards and Environmental Guidelines for Housing.

K. Physical Planning and Development Control

Though activities related to low-income housing may appear to be simple or insignificant, they have the potential to cause significant environmental degradation unless certain measures are implemented. Although some of these measures are relatively cheap, many low-income earners are unable to afford to implement these measures.

Development and funding agencies should give due consideration of the environmental impact of their low-income housing programs and provide assistance, in the design of the program, that would enable the low-income earner to address any negative environmental impacts. 

In spite of low-income housing and related poverty reduction programs having been identified as key components of Government’s development agenda, there are very few policy and legal instruments, or technical guidelines addressing matters relating to low-income housing. There appears to be a definite need to develop policies and supporting legislation, regulations and guidelines, which would provide a supporting framework for effective and sustainable development of the low-income housing sector. Towards this end, Government should commission a National Housing Policy, which will, among other things, address that underdeveloped framework for the promotion and sustainability of low-income housing.

The approval process in relation to low-income housing needs to be made relevant, effective and efficient.  A significant proportion of low-income earners do not seek approval for the construction of their homes, as the process does not relate to their peculiar circumstances, is generally too complex and expensive and the technical requirements of the Authority are onerous and add to the construction costs. In addition, some funding agencies do not require planning approval as a precondition for lending. The planning approval process is consequently a cause for concern and the lending institutions engaged in low-income housing should enter into dialogue with the relevant Government Authority with a view to developing and implementing appropriate mechanisms and procedures to facilitate and promote the legal establishment of low-income housing developments.

The Physical Planning Section of the Ministry of Physical Development, Environment and Housing, is the technical arm of the Development Control Authority (DCA) established under the Land Development (Interim Control) Act of 1971 responsible for physical development in St. Lucia. However, a new Act has recently been passed in Parliament and replaces the Act of 1971.

This new Act attempts to make the planning and regulatory process more responsive to the policies of the government and the needs of the community.

The purpose of the Physical Planning Section is to:

· Carry out surveys and research required for land planning and building purposes

· Prepare development plans to guide development activity

· Receive and consider applications for the granting of planning permission

· To administer the provisions of the Physical Planning and Development Act 2001

· Forward planning

· Development control

Services offered to the public:

· Review and evaluate applications for development, which are to be sent to the Board of the DCA. This includes applications for residential, commercial, industrial and tourist development.

· Advise the public on matters pertinent to development and the submission of applications for development

· Provision of the Manual for Developers with planning requirements and development standards

· Receipt of registration and planning applications

· Provision of advice on matters pertinent to physical planning

· Access to the planning register

· Receipt and processing of complaints regarding unauthorized developments

Persons seek advice and also present their applications at the office of the Development Control Authority. The application is then routed, depending on its type, to a Planning or Building Officer. Each application is appraised through a process, which includes site visits, evaluation against existing planning guidelines, technical committee meetings and review by relevant referral agencies where necessary. A final decision is made by the DCA Board based in part on the review and recommendations of the technical staff. The decision of the Board, along with any associated conditions, is communicated to the applicant by letter. 

L. Quality Control/Monitoring

1. Construction

Strict adherence to the Minimum Building Standards and Environmental Guidelines is critical to the quality of the houses constructed, thus impacting on the insurability of the houses and consequently on the success of the program. The Minimum Standards Manual is an integral part of these Guidelines, as it recommends specific practices and use of appropriate materials such as hurricane straps. All measures and techniques are explained in a graphical and easy to understand way in the Manual. 

In the housing program, control over the quality of construction is the responsibility of the Building Officer, whose primary functions will be as follows:

· Assist the applicant with the selection of a qualified builder

· Familiarize the builder with the minimum standards for retrofitting

· Draw up a construction plan and bill of goods

· Inspect the work in progress

· Value the house for insurance purposes

· Issue a certificate of completion

 The main elements that require specific attention to quality are:

· Quality of roof sheeting and its fastening to purloins and rafters

· Installation of guttering and the disposal of rain and waste water

· The use of hurricane straps to hold the roof support members together and tie them to the ring beam

· The bracing of the walls

· The connection between the wall and the foundation

· The exposure of the house to the prevailing winds

· The location of the house plot with respect to the terrain and slope cuts

Any and all deviations from the standards should be recorded in the client’s file, along with a description of any remedial action taken to correct the deviation. 

2. Use of Funds

It is the responsibility of the Chief Financial Officer through the disbursement process to ensure that the funds are issued only for the intended purposes, viz:

· Retrofitting

· Purchase of houses not exceeding 750 sq. ft.

· Relocation

· Renovation

· Expansion

The Building and Loan Officers will verify, by inspection, that the funds have been used for the intended purposes. Any indications to the contrary should be logged in the client file and brought to the attention of the Chief Executive Officer for action. Any action or decision taken should also be recorded in the client file.

3. Selection and qualification of builders

It is the responsibility of the client to select the builder, as this safeguards the lender against the risk of the client holding the lender responsible for unsatisfactory work by the builder. In addition, relatives and friends who may be building artisans volunteer their time and so help reduce the labor cost of the project to the client. It is the responsibility of the Building Officer to familiarize the builder with the contents of the Minimum Building Standards and Environmental Guidelines for Housing and to assess the builder’s technical competency and knowledge. If, in the opinion of the Building Officer, the client’s builder is incapable of complying with the standards, this should be brought to the attention of the client and consideration should be given to replacing the builder.

4. Inspections

The Loans and Building Officers are required to make sufficient periodic checks and visits to the client to determine if the loan is being used for the purpose for which it was approved and if the work is of the desired standard, within the budget and on schedule. The Officers are required to log all pertinent information and observations reflecting the work in progress and to share such information with other relevant staff.

The Chief Executive Officer or designate is to make periodic inspections of the client files to determine whether those files are complete. Any and all incomplete files are referred to the Loans Officer responsible for completion.

5. Loan repayments

An important part of the monitoring function is to ensure that that the loan does not fall into arrears and that, if payments are not made, immediate action is taken.

Each loan officer should receive a monthly loan portfolio report, which the officer reviews to determine which loans are going into arrears and then decides what action should be taken to recover the arrears and make the loan current. This action may be:

· A telephone call or a visit to the client

· Rescheduling the loan

· A letter or series of increasingly severe letters signed by the Chief Executive Officer

· Referring the loan to a debt collector for collection

· Referring the loan to an attorney for legal action 

· Any other action, with the consent of the Chief Executive Officer, that may be deemed appropriate

All actions taken and agreements and discussions with the client are to be logged in the client file. 

6. Certificate of Completion/Estimate of Value

Upon completion of the project, the Building Officer will issue the standard Certificate of Completion and the standard Estimate of Value of the house and passes those documents on to the Loans Officer. The Certificate of Completion guarantees the Insurer that the construction work was completed according to the standards of the Minimum Building Standards and Environmental Guidelines for Housing and qualifies the homeowner to join the group insurance plan. 

7. Insurance

It is the responsibility of the Building Officer, in collaboration with the Loans Officer, to ensure that each house is retrofitted according to the standards established in the Minimum Building Standards manual. Upon receipt of the Certificate of Completion and Estimate of Value from the Building Officer, the Loans Officer and the client will complete the Insurance Application Form, attach copies of the Certificate of Completion and Estimate of Value and pass those documents to the Chief Financial Officer or designate, who will register the details in an Insurance Register and then pass these documents to the Insurer for processing.

The document from the Insurer certifying that the client’s house has been insured, upon receipt, will be placed in the client’s file by the Loans Officer.

Each and every house under the Program must be insured.

M. Technical Assistance

The mechanisms and guidelines prepared for use within the Program can also be used for promoting hazard resistant building techniques to a broader audience. Training and technical assistance can be provided at the community or national level either as a public service or to generate additional funds, as appropriate.

1. Training for staff

The Chief Executive Officer shall ensure that the Loans and Building Officers are familiar with the contents of the document Minimum Building Standards and Environmental Guidelines for Housing. This can be achieved by workshops, facilitated by individuals trained in safer housing construction and appropriate siting techniques.

In addition, training in estimating the replacement cost of houses for insurance purposes should be provided to the Building and Loans Officers. This can be provided by the Insurer.

Staff training can also be achieved through formal internal meetings and discussions on the progress of the program and the resolution of issues and problems that arise from time to time. It is important that these problems and their resolution be properly documented.

2. Training for artisans

It is the responsibility of the Building Officer to assess the technical competency of the Builder in the following areas:

· Proportioning and mixing of concrete

· Building formwork

· Steel bending

· Woodworking techniques for constructing joints, floors, framing, partitions and roofs

· Reading metric and imperial measurements

· Estimating labour and material costs

Based upon the evaluation and assessment of the technical competency of the builder, the Building Officer will decide the nature and level of the technical assistance to be provided to the builder. The technical assistance provided will be considered “on the job training” as it is anticipated that the builder will continue to apply the new skills and knowledge to other building jobs. Consideration should also be given to group or community training. The Building and Loans Officers will select a cadre of the best builders for recommendation to other clients.

3. Location and Siting

The Building Officer will provide technical assistance in the location and siting of houses. The Minimum Building Standards and Environmental Guidelines for Housing manual will be used as a guide for this assistance, as will the relevant Government authorities. The building Officer will pay particular attention to: 

· Lot sizes

· Roads or footpaths

· Future development plans for the area

· Soil stability and land slippage

· Flood risks

· Setbacks for coastal development

· Clearing of vegetation

· Removal of soil and cutting of slopes

· Drainage

· Waste disposal

4. Construction

Technical assistance will be provided by the Building Officer, in keeping with the minimum standards of construction as laid out in the Minimum Building Standards manual, in the following areas:

· Shape and design of houses

· Foundation

· Cladding

· Roof

· Porches

· Shutters

· Connections between all components of the house.

5. Minimum Standards

The Building Officer will ensure that all construction complies with the minimum standards provided for in the Manual, which is appended to and forms part of the guidelines. All houses must be retrofitted in compliance with the minimum standards. 

6.
Insurance

Even housing that has been retrofitted for resilience to hazard effects will have some vulnerability to damage during hazard events. Insurance coverage provides financial protection both for the homeowner and the lender in case of such damage. While such insurance has typically not been available to low-income households, there is precedence in the region for the establishment of a group insurance program for low-income housing that has been strengthened or retrofitted. This section describes the details and establishment of such a program, approval of properties for inclusion in the program and program administration. 

N. Selection of an insurer 

In principle, every Insurer registered in a particular Country should be approached for a quotation, in this respect the following should be taken into consideration in selecting the Insurer:

· Financial standing, availability of Financial Statements and opinion of them sought from organization’s auditors.

· Qualifications and expertise of staff

· Extent of re-insurance for the Property account, the level of retention and some indication of the pre-arranged steps that would be implemented in the event of a catastrophe, e.g. a hurricane. This is particularly important if the Company is a locally established Company, but applies equally to all insurers. (Most of the reputable insurers in the region have services agreed beforehand with their re-insurers to be provided by international Loss Adjusters to send teams of experts to assess damage, agree on action to be taken and make recommendations of settlements. Such insurers also customarily arrange for funds to be transferred in bulk to facilitate prompt settlement.) Insurers individually, or as members of a group, who are known to have made delayed or only partial settlements in previous catastrophes should be avoided.

· While each Foundation should exercise its own informed judgment, it may be pertinent to enquire with which insurer other similar institutions have insured, since it is unlikely that there will be better understanding of the program’s aims and clientele throughout the region when only one or two insurers are involved.

O. Group Contract

A Group Policy is preferable (as opposed to a separate document for each client), to simplify the document and file size. The benefit of a group arrangement is that standard terms and conditions apply and usually insurers are prepared to offer more favourable rates and/or conditions. The “master” policy should be arranged so that each homeowner receives from the Insurer, via the lending institution, a “Certificate of Insurance” which should contain, in summary, the perils, deductibles, basis of insurance and claim procedure. The “master” policy should be in the safe keeping of the lending institution.

The insurer will require completion of a Proposal Form, which should be filled by the client, with assistance from the staff of the lending institution if necessary. It is important that agreement is reached with the Insurer as to what documents are to be supplied with the proposal form, at what stage cover can be attached, and the arrangements for payment of the premium. Each client should be provided with the written procedures to be followed in the event of a claim. Each client must know in advance of any damage, what he or she has to do.

P. Perils Covered

A request should be made for a Household Comprehensive Policy, which is understood by all insurers in the region to mean cover for at least the following risks against which the property is insured:

· Fire, lightning, explosion (perhaps also subterranean fire, and thunderbolt)

· Hurricane, cyclone, tornado or windstorm (including flood or overflow of the sea caused thereby)

· Earthquake or volcanic eruption (including flood or overflow of the sea caused thereby)

· Storm, tempest, flood (caused other than by perils described above)

· Riot, strike (perhaps also civil commotion and malicious damage)

· Aircraft damage, impact of third party vehicle or animal, burst water pipes or apparatus.

· Theft 

1. Average Clause

All such policies contain an average clause, under which if the sum insured, at the time of the claim event, is less than the full value of the building, fixtures and fittings on the basis on which they are insured (rebuilding cost or indemnity, see below), then the insured must bear the same proportion of the repair as was the extent of the underinsurance.

2. Liability to the Public

These policies also include liability to the public arising from damage to the building, up to a certain limit for any one occurrence.

There is also, typically, the ability to include cover for architects and surveyor’s fees, which would be incurred in connection with the rebuilding, and removal of debris costs. There may be a reluctance to give this cover for wooden buildings and it may only relevant for the larger wall structures. 

The insurer may offer to cover the contents of the buildings, however, this may be better handled directly between the insured and the insurer.

3. Deductibles (Excesses)

The insurer should be required to specify in detail the deductibles (excesses) that will apply. The deductible or excess is the amount of any claim that is deducted from the amount paid to the insurer due to the particular peril and which therefore has to be borne by the insured. Guidance should be given to each client on the operation of this condition.

Q. Property Value for Insurance

Cover should be sought on the basis of the rebuilding cost of the building, fixtures and fittings, i.e. what it would cost to rebuild the entire structure, including the foundations and all fixtures and fittings that would form part of the building were it to be sold. This figure would include the cost of rebuilding as well as the cost of the retrofitting components.

The alternative, “indemnity” insurance would cover the cost of repair, less a deduction for depreciation of the building from the time of its construction. Such settlements give rise to dissatisfaction and are frequently the cause for dispute.

It is preferable to insure the building on the rebuilding cost. Therefore, it is important to remember that the sum insured should be reviewed at each renewal as otherwise there is the likelihood that the client will become under-insured.  In such an event, the client will have to bear the same part of the repair cost as the extent to which the sum insured is less than the rebuilding cost at the time of the claim occurring. 

The sum insured should be sufficient to allow for the inflationary rise in material costs during the year of each insurance period. Provision should be made for additional costs over and above this, due to the increased building material and labour costs during post-disaster periods.

R. Collecting the Premium  

The interests of the lending institution as well as that of the client is best served by attaching the premium over the life of the loan to the loan and including the monthly insurance in the monthly loan repayment. The insurance portion of the loan repayment will be accrued on a monthly basis to be paid to the insurer on the renewal date of the insurance.

1. Insurers and Brokers

Whilst the above relates to the issue of a group policy by an insurer, the considerations apply equally to a broker. A broker’s principal is the client. In the case of the group insurance program, the client would be the organization together with its borrowers; in such cases, the broker would act in the interests of his principal and not in the interest of the insurer.  In Countries where there are brokers of high repute and are qualified and experienced, consideration should be given to appointing the broker as the intermediary. It would then be the responsibility of the broker to obtain the best terms for his principal.

It is not good practice to ask more than one broker to obtain quotations, as the insurer would offer the same terms to the different brokers. It is also not advisable to approach the insurance market directly, if a broker has already been authorised to do so on the organization’s behalf. 

7.
Conclusion

The Hurricane Resistant Home Improvement Program adds a critical dimension to the needs of low-income earners for safe shelter and for ownership of their homes. The St. Lucia National Research and Development Foundation in keeping with its mandate to assist the marginalized, undertook to implement the Program with assistance from The Cooperative Housing Foundation, the Canadian International Development Agency and the Organization of American States.

The Program provides affordable and accessible credit to repair, retrofit, relocate, purchase and build new homes to those persons who would not otherwise obtain credit for so doing. In recognition of the socio-economic circumstances of those persons and of the value and importance of their homes to them, the Foundation was able to obtain a group insurance cover for those persons as a step in breaking the cycle of poverty.

To date, the Foundation has disbursed over 400 loans valued at over EC$4,000,000.00. The Foundation is currently challenged to continue this program in spite of a number of problems which have surfaced and which continue to affect the quality and effectiveness of the program.

Funds are borrowed on terms and conditions not in keeping with the terms and conditions suited to the financial capabilities of the intended beneficiaries. This places a significant hurdle to the Foundation as it attempts to develop a self sufficient and viable Program. Again the reflows are insufficient to satisfy the demands for new and additional loans, so there is a constant need to replenish the loan fund.

The technical aspect of the Program caused some problems as the over 100 artisans who were initially trained in safer construction and retrofitting techniques and who were expected to provide the expertise to the home owners were rarely available when called upon to do so, resulting in a tremendous burden being placed on the not very well trained staff to advise the builders.

The difficulty in ensuring that all houses were properly retrofitted jeopardized the insurance cover, as the conditions for cover were not always satisfied. In addition, the failure of the broker to remit the insurance premiums also jeopardized the insurance coverage.

The renewed interest in and assistance provided the Program from the OAS and the World Bank has reviewed, revised and reorganized the Program. Towards this end, the Foundation is sourcing new funds for on lending, hiring a building officer to provide technical assistance to the clients, reviewing the loan operations in order to make the portfolio profitable and has already re-established the insurance cover.

This exercise is timely as other Agencies, as well as the Government of St. Lucia, have recognized the need for shelter as a priority in the development process and have implemented and are developing a number of housing programs to satisfy this perceived need.

The NRDF, having been the main provider of opportunities for low-income earners to improve their housing conditions, is well placed to take advantage of such opportunities as they arise.

Appendix 1: Loan Application, Processing and Tracking Forms

	Form
	Description/Comments

	Routing sheet
	To record the movement of the file from one officer to another.  This is affixed to the front cover of the folder.

	Client log sheet
	To record comments and actions to be taken by the Officers.  This is affixed to the inside front cover of the folder.

	Checklist of all standard and required forms
	This list should be ticked off as the relevant form is completed. When a standard form is not required this should be so indicated by the appropriate authority. The checklist should be attached to the front inside cover of the folder.

	Client photo or photos 
	A photo of a photo should not be accepted.

	Loan application
	Must be completed and signed

	Standard building cost estimate form
	

	Standard retrofitting cost estimate form
	

	Land Registration Certificate
	Other proof of land ownership may also be acceptable.

	Letter of approval to build on property
	From the owner of the property

	Personal reference forms 
	To be used by the applicant’s references testifying to the character of the applicant. Two references are required.

	Letter of approval or denial of loan application
	

	Letter of employment
	From the client’s employer, certifying current employment and salary

	Salary deduction order
	Completed and signed by the applicant, authorizing the employer to deduct the monthly installment and remit the same directly to the lender

	Assignment of funds
	This agreement signed by the applicant assigns any funds of the applicant, held by a third party, to the lender

	Makers/guarantor’s agreement 
	Certifies the agreement to assume full responsibility for payment of the loan should the client default

	Loan amortization schedule
	Shows month by month the principle and interest due and payable by the applicant and the balance due on the loan

	Lender/applicant agreement
	Legally binding notarized agreement between the client and the lender certifying the terms and conditions of the loan

	Promissory note
	An agreement signed by the client and the co-makers/ guarantors to repay the loan in the agreed installments by a certain date each month

	Disbursement vouchers
	Detail each individual disbursement to the client or supplier for approved purchases or expenditure under the loan agreement. Bills or invoices should be attached to the vouchers and the total of the attached bills or invoices should equal the amount of the voucher. There are usually several vouchers for any given loan, each must be signed by the client.

	Statement of account, 
	Shows the current status of the client’s loan account, as submitted by the Accountant.

	Certificate of completion 
	Statement from Building Officer

	Insurance certificate
	

	Loan rescheduling agreement
	Confirms the rescheduling of loan payments. It should be accompanied by a new amortization schedule and promissory note.

	Debt collection sheet, 
	A standard letter authorizing the debt collector to proceed with action to recover amounts owed.

	Legal action form
	A standard letter instructing the solicitor to proceed with legal action to recover amounts outstanding. To this is attached all supporting documents.

	Cancellation of salary deduction
	A standard form letter to the client’s employer withdrawing the instruction to make the deduction from the client’s salary.

	Cancellation of assignment of funds
	A standard form letter canceling an assignment of Funds being held on behalf of the Lender.

	Certificate of loan liquidation
	A standard letter from the Accountant certifying that the loan has been repaid in full and that the client has no further financial obligations in relation to the loan in question.

	Radiation of mortgages or bill of sale
	


Appendix 2: Loan processing steps

	Activity
	Responsible
	Decision
	Documentation

	Initial contact
	Receptionist
	Appointment
	Register

	First Interview
	Loans Officer
	Application
	Client File

	Site Visit
	Loans/Building Officers
	Appropriateness of site
	Letter to Planning Authorities

	Construction Details
	
	
	

	· Select Builder
	Building Officer
	Training required
	Training program

	· Prepare Drawings
	Building Officer
	Standards met
	Drawing/Bill of quantities

	Review File
	Unit Head
	Loan appropriate, file complete, standards achieved
	Loan ready for approval

	Approval
	
	
	

	· Under $8,000
	Unit Head
	
	Loan approved

	· $8,000 - $16,000
	Executive Director
	Loan appropriate, signed by Unit Head
	Loan approved

	· $16,001 - $30,000
	Committee Chair
	Loan appropriate, signed by Executive Director
	Loan approved

	· $30,001 - $50,000
	Committee
	Loan appropriate, signed by Executive Director
	Loan approved, Record in Minutes

	· Over $50,000
	Board
	Loan appropriate, signed by Executive Director
	Loan approved, Record in Minutes

	Loan Disbursement
	
	
	

	· First Disbursement
	Accountant
	Loan approved
	Open bills, Disbursement voucher

	· Site Visits
	Building Officer
	Standards maintained, Work on schedule
	Progress report

	· Other Disbursements
	Accountant
	Work in progress
	Progress reports, Disbursement vouchers

	Certification
	Building Officer
	Work complete, Standards met
	Certificate of Completion

	Insurance Cover
	Accountant
	Work completed to standard
	Insurance certificate

	Monthly Reporting
	Accountant
	Month end
	Portfolio reports

	Review Reports
	Loans Officer
	Action to be taken
	Letters to Clients

	Legal Action
	Unit Head / Executive Director
	Course of action
	Letter to solicitor / Debt collector

	Closure of Loan
	Accountant
	Loan paid off
	Letter to client
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